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TAGS: ENRG, EFIN, OECD 

SUBJECT:IEA POSITION PAPER ON INDEXATION 
REF: STATE 175861 

1. AT SEPTEMBER 4 MEETING OF IEA AD HOC GROUP ON FINANCIAL 
AND INVESTMENT ISSUES (FTI) IT WAS DECIDED THAT THE PROPOSED 
IEA POSITION PAPER ON INDEXATION OF OIL PRICES WOULD BE 
REVISED BY THE CHAIRMAN TO REFLECT COMMENTS BY THE MEMBERS 
OF THE GROUP ON THE FIRST DRAFT AND THEN WOULD BE PASSED TO 
THE OECD TEMPORARY WORKING PARTY ON THE ECONOMIC POLICY 
COMMITTEE (TWP) FOR REVIEW AND COMMENT AT THEIR UPCOMING 
EPTEMBER 24, 25 MEETING. FII AT ITS NEXT MEETING ON 

OCTOBER 2 AND 3 WILL RECEIVE THE COMMENTS OF THE TWP AND 
HOPEFULLY WILL THEN FINALIZE THE PAPER. 

2. KORP CARRIED A COPY OF FII CHAIRMAN PARSKY'S REVISED 
DRAFT OF THE POSITION PAPER TO PARIS. SEVERAL CHANGES IN 
THAT REVISED DRAFT WERE SUBSEQUENTLY PASSED TO KORP IN 
PHONE CALLS FROM WITHERELL. 

3. PARA 15 IN COPY CARRIED BY KORP SHOULD BE REVISED TO REA 

READ AS FOLLOWS: "INDEXATION DEALS WITH PRICE BUT IGNORES 
THE MORE CRITICAL ISSUE OF CONSUMERS' ECONOMIC AND POLITI- 
CAL VULNERABILITY TO OPEC PRESSURES. INDEXATION COULD 
CREATE A FALSE SENSE OF CONFIDENCE AS TO THE SECURITY OF 
FUTURE SUPPLIES AND UNDERMINE OUR COMMON EFFORTS TO RE- 
STORE BALANCE IN THE WORLD OIL MARKET. SUCH AN ATTITUDE 
WOULD BE UNFORTUNATE, PARTICULARLY SINCE EVENTS OF RECENT 
YEARS RAISE QUESTIONS ABOUT HOW MUCH RELIANCE CAN BE PLACED 
ON PRODUCERS' COMMITMENTS TO LONG-TERM SUPPLIES AS PART OF 
AN INDEXATION SCHEME." 

4. IN ADDITION, SECOND LINE OF PARA 18B SHOULD BE CHANGED 
LIMITED OFFICIAL USE 
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TO READ "EXACERBATE RECESSION 

5. REQUEST US MISSION OECD PASS REVISED TEXT INCLUDING 
CHANGES INDICATED ABOVE TO OECD SECRETARIAT, NOTING AGREE- 
MENT BY VAN YPERSELE, CHAIRMAN OF TWP, TO HAVE TWP REVIEW 
PAPER. ALSO PASS REVISED DRAFT TO IEA SECRETARIAT. 

6. IT SHOULD BE EMPHASIZED THAT REVISED DRAFT SEEKS TO 
ACCOMMODATE OBJECTIVELY VIEWS OF FII DELEGATES AND HENCE 
SHOULD NOT BE CONSIDERED A USG POSITION PAPER. (FYI. US 
WOULD WISH TO MAINTAIN FLEXIBILITY TO DISAGREE WITH PARTS 
OF DRAFT IN FUTURE DELIBERATIONS. END FYI) 
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7. REQUEST REVISED DRAFT BE CLASSIFIED OECD/IEA CONFI 
DENTIAL BY RESPECTIVE SECRETARIATS. KISSINGER 
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